INTERNATIONAL 
Finaneial News Survey 


Vol. XII, No. 51 


INTERNATIONAL MONETARY FUND 


July 1, 1960 


Monetary Measures in the United Kingdom 


The U.K. bank rate was increased from 5 per cent 
to 6 per cent on June 23. In addition, the London 
clearing banks are to increase their special deposits 
with the Bank of England from 1 per cent to 2 per 
cent of their total deposits; for the Scottish banks, 
the increase will be from % per cent to 1 per cent. 
One half of the additional deposits are to be made by 
July 20 and the remainder by August 17. The Govern- 
ment also intends to hold the program of expenditure 
on investment in the public sector during 1961-62 at 
the level of the program for the current fiscal year. 

The Chancellor of the Exchequer, in discussing these 
developments in Parliament, observed that in his budget 
statement (see this News Survey, Vol. XII, p. 325) 
he had emphasized that the Government’s purpose was 
to ensure that its policies were adopted to changing 
circumstances. The recent changes are intended to 
reinforce steps already taken to restrain the growth 
of credit. The Chancellor added that “the object of all 
the steps I have taken is to maintain the economy in 
balance and to keep off inflation. The economy today 
in general is in a very healthy state and | intend to do 
my best to keep it so.” 

A Bank of England spokesman, in commenting on 
the moves, said, “It is felt desirable to maintain the 
restraint on bank lending, evidence of which is already 
appearing. It is also felt desirable to introduce stronger 
restraining influences on the further growth of domestic 
demand through the more general effect of a rise in 
bank rate. The measures are directed to the domestic 


IFC Investment in Argentina 

The first commitment of the International Finance 
Corporation (IFC) to invest in an Argentine enter- 
prise was announced on June 27. The commitment is 
for US$3 million to Papelera Rio Parana S.A., a pulp 
and paper enterprise whose shares are listed on the 


Buenos Aires stock exchange. The funds will help 
finance a new sulphite mill to produce dissolving pulp 


-—— 


NOTICE 


situation but bearing in mind the effect which the 
domestic situation has upon the external situation.” 

Following the increase in the bank rate, the cost of 
bank advances to first-class borrowers, such as the 
large industrial groups, will be around 6% per cent, 
and the rate on advances to small companies and 
private customers will be 7 per cent. The rate for 
nationalized industries will be 6 per cent. The London 
clearing banks have decided to raise their seven-day 
call deposit rate from 3 per cent to 4 per cent. It 
is unlikely that the increase in the bank rate will have 
any effect on charges by building societies, but maxi- 
mum hire-purchase rates have risen. The Finance 
Houses Association has announced that the maximum 
rates for hire purchases of new vehicles will now be 
9 per cent, compared with the previous rate of 7% 
per cent; rates for purchases of secondhand vehicles 
and motorcycles will be higher. Nearly all finance 
houses operate below the maximum rates, although 
there has been a tendency in recent months for the 
rates to rise with the general upward movement in 
the interest rate structure. 

The increase in the bank rate was fully reflected in 
the most recent tender of treasury bills as the average 
rate of discount hardened by a little over £1 per cent, 
to a figure of £5 13s. 7.4d. per cent. Competition for 
the £290 million offer of bills was not particularly 
keen, 

Sources: The Times, June 24, 1960, and The Financial 
Times, June 24 and 25, 1960, London, Eng- 
land. 


for rayon and cellophane manufacture and bleached 
sulphite pulp for paper production. The new mill will 
raise the company’s pulp production capacity from 
approximately 6,000 metric tons to about 17,400 tons 
annually; and the increased output is expected to re- 
place current imports. The dissolving pulp production 
will supply the local market; and a substantial portion 
of the bleached sulphite pulp will be consumed by the 


Volume 12 of /nternational Financial News Survey will cover the 18 months July 1959-December 1960, 
instead of a 12-month period, July-June, as covered by earlier volumes. Therefore, an index will not 


be issued until after the end of 1960. Beginning in 1961, the volumes will be on a calendar year basis. 
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company’s own paper mill, the remainder being sold 
to other paper manufacturers. 

The total cost of the project is estimated at the 
equivalent of US$5.3 million, of which $1.1 million 
has already been financed. In addition to the IFC 
investment, $1.2 million equivalent will be provided 
by the undisbursed balance ($190,000 equivalent) of 
a loan from the Banco Industrial de la Republica 
Argentina, a public stock issue ($318,000 equivalent), 
an equity investment ($292,000 equivalent) by a lead- 
ing Swedish pulp-producing firm, Mo och Domsjé, 
which will also provide technical assistance to the 
company, and retained earnings ($400,000 equivalent ). 

The IFC investment will be repayable in U.S. dollars 
over the period from 1962 to 1971 and will bear 
fixed interest at the rate of 7 per cent per annum and 
additional interest subject to deferment depending on 
profits. In addition, IFC will receive an option to 
purchase Papelera Rio Parana shares. 

IFC’s commitment is subject to completion of the 
necessary legal formalities. 

Source: International Finance Corporation, Press Re- 
lease, Washington, D. C., June 27, 1960. 


Loans of Export-lmport Bank of Washington 

The Export-Import Bank of Washington announced 
on June 3 that a credit of $1.5 million, which is to 
be repaid over 34% years, had been authorized for C.A. 
Venezolana de Pulpa y Papel, in connection with the 
construction of a pulp and paper plant at Caracas. 
The credit will be used to purchase U.S. machinery, 
equipment, materials, and engineering services. 

The authorization of a $1.3 million loan to the 
Government of Nicaragua, to finance the purchase in 
the United States of equipment for the new general 
hospital in Managua, was announced on June 10 by the 
Export-Import Bank. The hospital building has been 
financed and constructed by the Nicaraguan Govern- 
ment at a cost of nearly $4 million. 

The Export-Import Bank announced on June 14 
that it had authorized a $25.5 million credit to the 
Government of Australia to assist in the purchase of 
three Boeing jet airliners for QANTAS, Australia’s 
international airline, and in the modification of seven 
jet airliners now owned by the company. In addition 
to the Bank loan, $4.5 million will be provided by the 
Boeing Company and $10 million by Australian 
sources to meet the total cost, estimated at $40 
million, of the new equipment and the modification 
program. Repayment of that portion of the Export- 
Import Bank credit providing for new airplanes is 
scheduled over 7 years; repayment of the portion for 
aircraft modification is scheduled over 5 years. 
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The approval of a $5 million loan by the Export- 
Import Bank to the Republic of Chile was announced 
on June 17. Repayment is scheduled over a 6-year 
period to begin in 1962. The credit is in favor of the 
Central Bank of Chile which, in turn, will loan the 
funds to Chilean businessmen for the purchase in 
the United States of machinery, equipment, and serv- 
ices. The Eximbank and the Central Bank have placed 
a ceiling of $300,000 on the amount that may be 
loaned through one application made either to the 
Central Bank or directly to Eximbank. However, in 
cases of unusual merit, amounts in excess of $300,000 
may be approved. 

The Export-Import Bank announced on June 23 
loans of $1.8 million each to two companies in Argen- 
tina—Dalmine Sociedad Argentina para la Fabricacién 
de Tubos de Acero, a privately owned steel tubing 
manufacturer, and Neumaticos Goodyear, S.A., a sub- 
sidiary of the Goodyear Tire and Rubber Company 
of Akron, Ohio. Repayment of both loans is scheduled 
over a period of 5 years. The proceeds will be used 
to purchase U.S. equipment and other items for plant 
expansion. A loan of $1.5 million was made in 1959 
by the Bank to Neumaticos Goodyear for an earlier 
expansion program, and the new loan represents an 
extension of that credit. 

Sources: The Export-Import Bank of Washington, 
Press Releases, Washington, D. C., June 3, 
10, 14, 17, and 23, 1960. 


Europe 


Outlook for Sterling Commodities 

World commodity prices have remained remarkably 
stable in the past 18 months despite a rise in indus- 
trial activity throughout the world; at present, there 
are no signs that the over-all level of prices of primary 
products in international markets will undergo im- 
portant changes in the next few months. Accordingly, 
the outlook for the terms of trade of industrial coun- 
tries, including the United Kingdom, remains favorable, 
and any upward pressure on the internal level of prices 
in the United Kingdom is unlikely to come from 
outside the economy. The Times suggests that this 
is good for sterling, but, since the sterling area is a 
major commodity-producing region, the effects need to 
be assessed carefully. Although the impact of the 
lower level of commodity prices has been softened 
in some sterling area countries by a considerable ex- 
pansion of the volume of exports, imports into the 
rest of the sterling area are beginning to rise rapidly, 
and this will bear watching in the coming months. 

The Times points to the relationship between ster- 
ling area commodity prices and dollar commodity 
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prices and suggests that this relationship is no longe 
moving in favor of the sterling area. It observes that 
prices for sterling area commodities tend to be more 
volatile, since such prices are determined in open 
markets. They fell more rapidly than dollar prices 
during the last recession, and they have recovered 
faster over the past 12 months. While this factor has 
played a part in the strength of sterling in this period, 
there are now signs that this movement has exhausted 
itself and that a more balanced price relationship be- 
tween sterling and dollar commodities has returned. 

Source: The Times, London, England, June 20, 1960. 


U.K. Bank Advances 


Advances by the London clearing banks rose by little 
more than £3 million in the month to mid-June, com- 
pared with an increase of £98 million in April and 
£26 million in May. Despite the slowing down in their 
rate of lending, the clearing banks sold £29 million 
of gilt-edged securities during the month to mid-June. 
Figures published by the British Bankers’ Association 
show an increase of £213 million in total advances in 
the three months to May 1960, the same as the rise 
in the corresponding period of 1959. Rapid increases 
continued to be recorded for the hire purchase and 
“other financial” groups, and it is likely that, despite 
a careful scrutiny by the banks of new lending to these 
groups, they were drawing on their existing overdraft 
limits. Total advances, at £3,457 million, were 70 
per cent above the figure for May 1958. 


Sources: The Times, June, 22, 1960, and The Econo- 
mist, June 25, 1960, London, England. 


Trade of the United Kingdom 


The check to the expansion of U.K. exports in recent 
months (see this News Survey, Vol. XII, p. 399) has 
been due primarily to a fall in exports to the rest of 
the sterling area and the failure of exports to North 
America to show the usual seasonal increase. Declines 
were recorded in exports to Latin America and Eastern 
Europe, after large increases in earlier months. Ex- 
ports to Western Europe and the rest of the world 
continued to expand. The fall in exports to the rest 
of the sterling area was contrary to the normal seasonal 
pattern and covered most sterling countries except 
Australia and New Zealand. The small rise in imports 
in the three months March-May was due entirely to 
imports of manufactures; imports of basic materials 
and fuel declined. 
Source: The Financial 

June 25, 1960. 


U.K-USS.R. Trade 


Increased quotas for trade between the United King- 
dom and the U.S.S.R. in consumer goods, machinery, 


Times, London, England, 
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and equipment were agreed at the annual review of 
trade between the two countries. The consumer goods 
quotas for the 12 months to June 1961 were set at 
£4 million each way, compared with £3.4 million in 
the year to June 1960. The new quota for U.K. im- 
ports of machinery, equipment, and instruments from 
the U.S.S.R. was fixed at £2.5 million, compared with 
the previous figure of £1.15 million. 

Source: The Financial London, 

June 21, 1960. 


Times, England, 


Increase in Irish Exports 


Irish exports in the first quarter of 1960, at £35.8 
million, were £4.6 million higher than a year earlier, 
while imports rose by only £1.5 million, to £57 million; 
the trade deficit was consequently reduced by £3.1 mil- 
lion, to £21.2 million. 

The rise in exports was due mainly to shipments of 
manufactures other than foodstuffs, the value of which 
rose from £4.7 million in January-March 1959 to 
£8.5 million in the first quarter of 1960. A major 
factor in this rise was the export of products of a new 
oil refinery. However, even when oil product exports 
are discounted, the increase in shipments of manufac- 
tures was 60 per cent. 
Source: The Financial 

June 24, 1960. 


Times, London, England, 


French Modernization and Equipment Plans 


On May 30, France’s Minister of Finance gave de- 
tails of an Interim Plan for the period July 1960- 
December 1961, and outlined the principal aims of the 
Fourth Modernization and Equipment Plan for the 
period 1962-65. 


With respect to the Interim Plan, the Minister said 
that developments in the past two years have had the 
effect of reducing the rate of growth of the economy 
below that foreseen in the Third Modernization and 
Equipment Plan (covering the period 1958-61) now 
in execution. The aim of the Interim Plan is to make 
up part of the arrears and to rearrange the pattern 
of investment so as to give priority to the sectors most 
in need of rapid development. In the Interim Plan, 
the Government has laid down the principle that in 
the period 1960-61 gross domestic production should 
increase at an annual rate of 5.5 per cent. 

The Plan provides for an increase in investment of 
5.5 per cent in 1960 and of 6.5 per cent in 1961, 
with emphasis on energy (oil, natural gas, and elec- 
tricity), steel, and aluminum, and also on housing, 
roads, and schools. Investment expenditures which are 
not of a directly productive nature, except those for 
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housing, will be borne mainly by the public sector, 
and budget appropriations for such investment will in- 
crease in 1960 and 1961. The increased investment 
expenditures for directly productive purposes will be 
the responsibility primarily of the private sector. The 
increase in savings in recent years and the balance of 
payments surplus are evidence that it should be pos- 
sible to undertake higher investment expenditures with- 
out causing inflationary pressures. 

In order to stimulate private investment, the Govern- 
ment has developed a series of measures, some of which 
have already been put into effect: (1) In exceptional 
cases, industries will be allowed to raise prices so as 
to increase resources for internal financing. This was 
done recently for steel, but application of this policy is 
limited by the need for keeping prices stable. (2) Under 
a system introduced in May, enterprises are al- 
lowed to write off a relatively large part of the cost 
of investment when calculating taxable income and 
profits in the first few years of operation. (3) To 
create favorable financing conditions, the Government 
does not intend to raise funds in the long-term market; 
thus it will keep interest rates low. Furthermore, the 
Crédit National and the Caisse Centrale for credit to 
hotels, commerce, and industry will reduce their in- 
terest rates on loans for equipment purchases by small 
and medium-sized firms. The provision of guarantees 
for export credits of up to five years is also under study. 
(4) To aid sectors that otherwise will create bottle- 
necks in the general development, the Government is 
considering the possibility of extending special ad hoc 
financial facilities to enterprises investing in such sec- 
tors. (5) Measures will be taken to avoid industrial 
congestion, particularly in the Paris area. (6) The 
distribution system will be improved. (7) An office 
for research in regional development is to be created. 


The Fourth Modernization and Equipment Plan 
(1962-65) is designed to produce an annual increase 
of some 5 per cent in gross domestic production. Pri- 
ority will be given to exports and to capital formation. 
The purchasing power of the population is scheduled to 
increase at a rate slightly below 5 per cent. Special 
measures to assist large families, elderly persons, and 
low-income earners are under study. The aim of the 
Plan is to secure not only an over-all but also a 
balanced regional development of the economy. 
Sources: Le Monde, Paris, France, June 1 and 5-6, 

1960. 


Financial and Monetary Policy in Norway 

The Chairman of the Norwegian Banking Asso- 
ciation, Mr. Sjur Lindebrakke, in his address at the 
Association’s annual meeting, dwelt on the problem 


of the supply of capital which the new marketing 
situation and modern technical developments will raise. 
Future progress is likely to depend more than ever 
before on investment. In Norway, investment has 
already assumed considerable proportions, absorbing 
on the average some 33 per cent of the gross national 
product between 1952 and 1959. Although there will, 
presumably, still be scope for raising capital abroad, 
it must be recognized that international capital will 
increasingly become a scarce product. The proportion 
of savings that has been attained through central and 
local taxation is greater in Norway than in other 
Western countries. Private savings, on the other hand, 
are less favorable in Norway than in the other coun- 
tries. With a relatively small volume of capital and 
reserves, Norwegian firms have been obliged to depend, 
to a large extent, on borrowed capital, which may de- 
cisively weaken their position in an atmosphere of 
keener international competition. If the country is to 
take full advantage of the scope for expansion which 
the new marketing arrangements will afford, substan- 
tial additional investments will be called for in large 
sectors of industry. Though the banks will do their 
best to meet the appeal for more credit, there are 
limits to what can be done unless the capital position 
of the borrowers is strengthened. This is primarily a 
matter of fiscal policy. 

Mr. Lindebriakke noted that the Joint Consultations 
Council, which includes government officials and repre- 
sentatives of private credit institutions, has served to 
remove from the political sphere consideration of many 
key questions concerning monetary policy. In the near 
future, he disclosed, the Council will present an evalua- 
tion of measures that might be required to preserve 
the value of the currency. He observed that, although 
prices have been maintained at a relatively stable 
level, Norwegian economic policy must always be 
ready to implement effective measures on short notice. 
The Norwegian Banking Association will invite govern- 
ment authorities and national organizations of industry, 
business, and labor to participate in a series of dis- 
cussions. The purpose will be to consider possible 
Norwegian moves to initiate and spur international co- 
operation, with a view to coordinating economic policy 
within the area of the European Free Trade Association 
(EFTA), and thus realize the main objectives of the 
EFTA—growing production, full employment, and 
financial stability. 

Outlining his views on essential requirements for the 
development of Norwegian economic policy, Mr. 
Lindebriikke cited the following points: (1) Norway’s 
growing need for capital should be met with an eco- 
nomic policy that would place major emphasis on 
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stimulating private savings. This would be predicated 
on (2) a radical change in taxes on industry and 
business as well as personal income and (3) a pur- 
poseful and flexible financial and monetary policy to 
preserve the value of the currency. (4) The Govern- 
ment should clarify its views on the possibilities for 
financing public investment in a way that would not 
disturb the economic balance. (5) Commercial banks 
should be relieved of extending long-term credits on 
real estate, thus enabling them to contribute toward 
the solution of financing problems that will arise as 
the result of Norway’s participation in the EFTA. The 
Banking Association has named a committee to study 
this question along with industrial organizations and 
credit institutions. (6) The Joint Consultations Coun- 
cil should be maintained as a central and permanent 
institution for drafting Norwegian monetary policy. 
This assumes the avoidance of legislation that would 
upset trustful relations between the public sector and 
private institutions in the Council. (7) Realization of 
the three main EFTA objectives will require a very 
close coordination of economic policy among the mem- 
ber countries. The Banking Association will invite 
Norwegian authorities and organizations to discuss 
possible measures. 


Sources: Norges Handels og Sjéfartstidende, Oslo, 
Norway, June 13, 1960; Norwegian Infor- 
mation Service, News of Norway, Washing- 


ton, D. C., June 23, 1960. 


Economic Developments in Sweden 

The Swedish economy is beginning to approach the 
stage of overemployment. In recently revised national 
budget forecasts, it was pointed out that an increasing 
strain between supply and demand on the labor market 
was becoming evident, and there was an obvious risk 
that the seasonal upswing in business activity during 
the summer months would bring about a more definite 
inflationary development. 

Although the scarcity of labor may put a brake on 
further increases in production in 1960, the gross 
national product at constant prices may increase by 
4.5 per cent, which is somewhat more than previously 
estimated; last year the increase was 5.5 per cent. The 
rise in industrial production is expected to be 7 per 
cent, against 3.5 per cent last year. The demand for 
labor is increasing in all sectors except agriculture. 
A total of about 75,000 workers is needed, represent- 
ing 2 per cent of the present labor force, and this need 
cannot be met entirely. Therefore, the labor market 
authorities are abolishing the emergency work schemes 
which were introduced during the recession. Also, the 
Government has decided to hold back official building 


409 


projects during the summer and to restrict permits for 
private building. In order to restrain industrial invest- 
ments, the Government has proposed new rules re- 
garding the so-called investment funds. These rules 
imply that special tax reductions will be granted in next 
year’s tax assessment on funds which in 1960 are paid 


into blocked accounts with the Riksbank. 

The increase in economic activity has led to greater 
demand for imports. In the first four months of 1960, 
imports amounted to about SKr 4,900 million, or about 
SKr 1,000 million more than in the same period of 
1959. To a certain extent, this was a result of the 
building up of stocks, which has been in progress for 
some time. For the entire year 1960, the total value 
of imports is expected to show an increase of 10 per 
cent and exports an increase of 9 per cent. A rise 
in the trade deficit to SKr 1,300 million, from SKr 1,032 
million in 1959, is estimated. Income from shipping 
and other services is not expected to be sufficient to 
cover the trade deficit, and the total of gold and cur- 
rency reserves is therefore expected to fall by SKr 240 
million, after having risen slightly in 1959. 
Source: Svenska Handelsbanken, /ndex, 

Sweden, No. 3, 1960. 


Stockholm, 


Finland and the EFTA 

The Finnish Minister of 
speech, that there is reason to believe that the problem 
of Finland’s membership in the European Free Trade 
Association (EFTA) may be settled in a way satis- 
factory to Finland even though all questions will not 
be solved before July |. He stated that negotiations 
are now taking place in order to clarify Finland’s posi- 
tion, which is complicated by its trade agreement with 
the U.S.S.R. (see this News Survey, Vol. XII, pp. 144 
and 400), under which Finland has undertaken to 
grant the U.S.S.R. most-favored-nation treatment. 


Trade said, in a recent 


The Minister said that the Finnish Government is 
examining the question of whether it is possible to 
include in Finland’s special agreement with the EFTA 
exceptions to the original EFTA convention that will 
protect Finland’s foreign trade at the same time that 
consideration is given to the position of the country’s 
industry and agriculture. 

Source: Bérsen, 
1960. 


Copenhagen, Denmark, June 21, 


Iceland-Finland Payments Arrangements 

Following negotiations in Reykjavik, Iceland has 
joined the so-called “Helsinki Club,” placing its trade 
and payments relations with Finland on a multilateral 
basis. The two countries have established free list 
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facilities for imports and arranged open quotas. Most 
of Finland’s traditional exports will be importable into 
Iceland without license. Iceland’s open quotas include 
veneer, wallboard, and certain types of paper, in 
addition to rubber products, porcelain, glassware, elec- 
tric motors, cables, and sports gear. 

Source: Hufvudstadsbladet, Helsinki, Finland, June 13, 

1960. 


Liberalization of Dollar imports in Italy 

The Italian Government announced on June 8 an 
increase from about 90 per cent to 93 per cent (base 
year 1953) in the rate of liberalization for private 
imports from the dollar area. The products liberalized 
include certain types of live animals, fish, coffee, cocoa, 
tobacco, certain tanning and coloring materials, soaps, 
photographic and cinematographic products, synthetic 
and natural rubber, tin products, medical equipment, 
and sports goods. The imports that remain restricted 
include mainly agricultural products, some chemical 
and pharmaceutical items, certain semifinished prod- 
ucts, such as alloy steel, and some engineering goods. 
The relative lack of progress in the liberalization of 
agricultural products is due to the fact that Italian 
agriculture is still in the process of increasing pro- 
ductivity and some degree of continued protection is 
deemed necessary. 

A timetable for further liberalization of imports from 
the dollar area, to 100 per cent, is scheduled to be 
announced at the meeting in September of the Con- 
tracting Parties to the General Agreement on Tariffs 
and Trade (GATT). The new liberalization rate does 
not apply to imports from Japan, but at the September 
meeting of the GATT the Italian Government intends 
to make it applicable, in part, to such imports. 
Sources: 24 Ore, Milan, Italy, June 8 and 9, 1960; 

The Journal of Commerce, New York, N. Y., 
June 10, 1960; Neue Ziircher 
‘ Ziirich, Switzerland, June 11, 1960. 


German Exchange Rate 


The German Federal Government and the Bundes- 
bank, with the explicit agreement of the Federal Chan- 
cellor, announced on June 17 that rumors and specu- 
lation about a revaluation of the deutsche mark are 
completely unfounded. Such rumors evoke speculative 
capital movements, which are harmful to all countries. 


Zeitung, 


It may be recalled that similar rumors were circu- 
lating in 1957 and that they were met by a firm denial 
(see this News Survey, Vol. X, p. 67). As at that 
time, the Federal Government and the Bundesbank 
are now in agreement on refusing to change the rate. 
The fact that this course has not been considered is 
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further emphasized by the monetary measures taken 
by the Bundesbank on June 2 (see this News Survey, 
Vol. XII, p. 382). 


Source: Deutsche Bundesbank, Ausziige aus Pressear- 


tikeln, Frankfurt am Main, Germany, June 22, 
1960. 


Far East 
Production of Foodgrains in India 


India’s Minister of Food and Agriculture stated in 
New Delhi on June 7 that foodgrain production in 


ELEVENTH ANNUAL REPORT ON EXCHANGE RESTRICTIONS 


The first part of this Report reviews briefly the 
substantial progress made in reducing or eliminating 
exchange restrictions and the beneficial effects of the 
widening scope of currency convertibility that have been 
felt in many areas. The evolution toward freer, more 
orderly, and less discriminatory trade and payments 
has been strongly supported by a high level of eco- 
nomic activity, expanding international trade, and the 
general maintenance of monetary stability. In a number 
of countries, whatever restrictions on current payments 
remain have dwindled to insignificance. This general 
improvement makes it possible to visualize in practical 
terms, for many of the Fund's members, the establish- 
ment of the multilateral system of current payments, 
with the absence of foreign exchange restrictions, that 
was foreseen in Article I of the Fund's Articles of 
Agreement. 


The Report points out that the experience gained 
with external convertibility, which many countries intro- 
duced at the end of 1958, shows that it has worked 
well and has assisted the movement toward greater 
freedom and less discrimination in trade and payments. 
However, discrimination, including that arising from 
bilateralism, continues to play an important part in the 
import policies of many countries, and the Fund is 
continuing its efforts with its members to achieve the 
elimination of discrimination maintained for balance 
of payments reasons or practiced through the exchange 
system. Other developments that are reviewed include 
the progress made in eliminating or reducing the use 
of multiple currency practices; the decline in the number 
of bilateral payments arrangements with both Fund 
member countries and others; regional agreements; the 
use of advance deposits as a prerequisite for importing; 
and the liberalization in a number of countries of pay- 
ments of a capital nature. 


Details by countries of the present situation and recent 
changes are given in the second part of the Report. The 
exchange systems of all Fund members and of six non- 
member countries are described: the basic exchange 
rates, the nature of the exchange system, the authorities 
that administer the controls, the arrangements that apply 
to settlements with other countries, the operation of the 
accounts of nonresidents, and the requirements affecting 
settlements for imports, exports, invisibles, and capital 
transactions. Where the exchange rate system is not 
uniform, a table of exchange rates is provided. Each 
survey concludes with a chronological listing of the more 
significant changes in exchange practices that took place 
during 1959 and in early 1960. 


The Report is available without charge. 
requests to 


Address 


The Secretary 
INTERNATIONAL MONETARY FUND 
19th and H Streets, N.W. Washington 25, D.C. 
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1959-60 (July 1-June 30) was likely to be 1-2 million 
tons below the record output of 73.5 million tons in 
1958-59. 


Referring to the recent agreement with the United 
States, under which India will purchase against rupees 
16 million metric tons of U.S. wheat and 1 million 
metric tons of U.S. rice over a period of four years 
(see this News Survey, Vol. XII, p. 354), the Minister 
said that these supplies would provide a welcome in- 
surance against “day-to-day worry.” Nevertheless, it 
was his view that any slackening of effort toward 
achieving self-sufficiency in respect of foodgrains as 
quickly as possible would be dangerous. 

Source: The Times of India, Bombay, India, June 8, 
1960. 


Indian Oil Refining Program 


The Government of India has decided to set up a 
fourth oil refinery in the public sector; it will be lo- 
cated in South India, will process crude oil to be im- 
ported on government account, and, initially, will have 
a capacity of 1 million tons. Construction of refineries 
at Nunmati (Assam) and Barauni (Bihar), with Ru- 
manian and Soviet assistance, respectively, is already 
in progress; operations at these refineries are expected 
to commence by 1962. The proposed Cambay (Gu- 
jerat) refinery is in the planning stage. 


The Government is also examining a proposal to 
establish two lubricant manufacturing units in the 
public sector—one in Barauni and the other on the 
west coast of India. 


Source: Reserve Bank of India, Indian News Digest, 
Bombay, India, June 1, 1960. 


Food Prices in Ceylon 

The index of the price of food in Ceylon in May 
dropped below 100 for the first time since 1952 (base 
year). In the three-month period ended May, the in- 
dex fell by 6 per cent. There were declines of 8 per 
cent for eggs and coconuts, 5 per cent for pulses, 1 to 
3 per cent for oils, spices, and meat, and 0.24 per cent 
for cereals, and increases of 5 per cent for condiments, 
i.S per cent for vegetables and fruits, and 1 per cent 
for fish. The drop in food prices has meant a real 
gain for the labor class. Although money wages for 
industry and agriculture increased by only about 1 per 
cent between April and May, real wages increased by 
between 2 and 3 per cent. 
Source: Ceylon News, Colombo, Ceylon, June 16, 

1960. 


Korea's Exports to Japan 


The value of exports from Korea to Japan in April 
was twice the average monthly earnings of $600,000 in 
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the immediately preceding months. The embargo on 
Korea’s exports to Japan, which had become effective 
on June 15, 1959 and then was lifted for only a few 
commodities in November 1959, was completely re- 
moved on April 4, 1960. For the first five months 
of 1960, total exports to Japan amounted to $4.2 
million, compared with $6.7 million for the first five 
months of 1959. 
Sources: Bank of Korea, Monthly Statistical Review 
(Korean text), May 1960, and The Korean 
Republic, June 13, 1960, Seoul, Korea. 


Japanese Exports of Raw Silk 

During the silk year June 1959-May 1960, Japan 
exported 96,523 bales of raw silk. This was 72 per 
cent more than in the previous year and the largest 
amount for any year since the end of World War II. 
The increase is attributed by the Ministry of Agricul- 
ture to the relative stability of raw silk prices and a 
revival of overseas interest in silk. The principal mar- 
kets in 1959-60 were the United States (47,262 bales), 
France (12,918 bales), Switzerland (12,297 bales), 
Italy (7,862 bales), the United Kingdom (4,247 
bales), and the Federal Republic of Germany (2,282 
bales). 


Source: The Journal of Commerce, New York, N. Y.. 
June 16, 1960. 


Philippine Exports of Coconut Products 

Philippine exports of copra during the first five 
months of 1960 were 297,354 long tons, about 60 per 
cent more than in the same period of 1959. The 
principal buyers were the United States (119,760), the 
Netherlands (86,250), and Venezuela (19,952). Ex- 
ports of coconut oil fell to 15,917 long tons, from 
25,090 long tons in the first five months of last year. 
Shipments of dessicated coconut increased by 15 per 
cent, to 18,318 short tons. 
Source: Department of Agriculture, Foreign Crops and 

Markets, Washington, D.C., June 20, 1960. 


United Stetes and Canada 


U.S. Surplus Disposal Ay-eements 


The U.S. Department of Agriculture has announced 
an agreement with Spain for the sale of $64 million 
worth of U.S. farm commodities, payment to be made 
in Spanish pesetas. Cottonseed or soybean oil and 
cotton account for about three fourths of the com- 
modities to be shipped under the agreement, the re- 
mainder consisting of tobacco, barley, 
Ocean 
million. 


and corn. 
transportation costs are estimated at $2.7 
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The Department has also authorized the sale to 
Pakistan of 150,000 metric tons of wheat, valued at 
$8.6 million, including certain transportation costs. 
Payment will be made in Pakistan rupees. 

Shipments will be made by private U.S. exporters 
from commercial stocks. The U.S. Government will 
reimburse exporters in dollars, and will have deposited 
to its credit in the banks of the two countries equiva- 
lent amounts of the countries’ currencies. 

Sources: The Wall Street Journal, New York, N.Y., 
June 24 and 27, 1960 


Gross National Product of Canada 

Canada’s gross national product in the first quarter 
of 1960 was at a seasonally adjusted annual rate of 
$35.6 billion, compared with $35.3 billion in the final 
quarter of 1959. With over-all prices little changed, 
the increase of 1 per cent represented a gain in the 
physical volume of output. 

The first quarter advance reflected, on balance, a 
movement into inventory stocks; final demand changed 
only nominally in the aggregate. Prominent among the 
developments in major demand categories was a small, 
but unusual, decline in consumer expenditures on goods 
and services, attributed in part to the delayed spring 
weather and the late date of Easter this year. In addi- 
tion, business outlays for new plant and equipment 
showed a moderate decrease, centered in machinery 
and equipment and representing a reduction in outlays 
for railway rolling stock. Nonresidential construction 
was approximately unchanged, and outlays for housing 
remained steady at the rate of the preceding four 
quarters. Seasonally adjusted exports of goods and 
services exceeded those in the fourth quarter of 1959, 
and government outlays rose slightly after declines in 
the two preceding quarters. The gain in exports re- 
flected continued strength in both overseas markets 
and the United States for Canadian nonferrous metal 
and forest products, particularly copper, nickel, alu- 
minum, and lumber. Commodity exports in the first 
quarter of this year were 21 per cent above those in 
the corresponding quarter of 1959. 

Source: Dominion Bureau of Statistics, National Ac- 
counts, Income and Expenditure, First Quar- 
ter 1960, Ottawa, Canada, June 1960. 


Other Countries 


South African Reserves 


South Africa’s gold and foreign exchange reserves 


on June 17 amounted to about £118 million. Since 
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March 25, when reserves totaled about £152 million, 
the decline has been practically uninterrupted. 
Source: The Times, London, England, June 23, 1960. 


Ghana Sugar Project 

Ghana's Industrial Development Corporation and 
Agricultural Development Corporation have jointly 
embarked on a £G 3.5 million sugar cane project, in 
the Western Region of Ghana. A Dutch firm of sugar 
consultants is undertaking the work and has already 
planted two eight-acre experimental plantations with 
eight varieties of sugar cane. The construction of a 
sugar factory also is planned; when in full production, 
it would produce about 20,000 tons of sugar a year. 
The current rate of sugar consumption in Ghana is 
estimated at 40,000 tons a year. 
Source: West Africa, London, England, June 4, 1960. 


Ghana-Guinea Union 

Following the Ghana-Guinea conference held in 
Conakry from May 30 to June |, a communiqué was 
issued in which it was stated, inter alia, that the Heads 
of State of the two countries should meet in the near 
future to examine a number of questions relating to 
With regard to trade 
and finance, the communiqué says that credit facilities 
should be made available immediately in each of the 
two countries and that agreements should be entered 
into with a view to promoting the development of trade 
between the two countries. 


political and economic union. 


Source: Ministry of Education and Information, Press 
Release, Accra, Ghana, June 3, 1960. 


Bauxite Development in Jamaica 

The Aluminum Company of America plans to spend 
$15 million on port and harbor installations for a 
bauxite development in Carendon, Jamaica. 
Source: The Times, London, England, June 22, 1960. 
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